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THE CHANGING STRUCTURE OF
THE AMERICAN CASKET INDUSTRY:
IS A MONOPOLY IN THE MAKING?
Michael Vaughan
For almost a century, a distinguishing feature of American capitalism
has been its dualistic nature. The United States economy is comprised of
both very large and very small firms. Competitive industries coexist with
shared monopolies or, as Galbraith has observed, a planning sector and a
market sector constitute our economy. Conventional economic wisdom
holds that the planning sector is characterized by large scale industrial
concerns while the market sector is the domain of farmers and merchants. While this portrayal is largely correct, the market sector also consists of a significant, though diminishing, number of moderately large
manufacturing industries. This paper describes the metamorphosis of an
industry from the market sector toward the planning domain.
The casket industry is that industry. It is a medium-sized industry with
~urrent sales of approximately $530 million per year. In 1972 the four
largest companies accounted for 25 percent of the industry's sales; the
eight largest, 34 percent; and the 20 largest, 48 percent. This relatively
low degree of concentration is explained by the absence of significant
entry barriers, 5cale economics' , or physical product differentiation in
the industry. As the industrial organization paradigm would suggest, the
conduct and performance of the industry are consistent with its structure. During the 1970's the casket firms displayed a pattern of independent price determination, and a median before tax return on equity of
approximately 7 .6 percent. The only major antitrust action against the
industry. a price-fixing suit, was dismissed for:
... there is no evidence of allocation of sales, of territory or of production, nor any control of them; no system of discovery, checking,
policing, coercion or punishment; no means of implementing or
effectuating the asserted agreement; and no evidence of curtailment,
restriction or stoppage of production .. . 1
Unfortunately, the structure of the industry is exhibiting signs of
malignancy. In 1980 the largest four casket firms will produce about 50
percent of the industry's output. This rapid increase in concentration is
the result of the internal growth of Batesville, the largest casket pro•
ducer, and a number of horizontal acquisitions consummated by
Simmons, the second largest firm in the industry.
.
Batesville, the largest subsidiary of Hillenbrand Industries, h~s increased its market share from a modest 11 percent in 1971 to a proJected
25 percent for the current year. 1 Company officials attribute the firm's
success to its aggressive distribution and promotion policies. The former
includes the ownership and maintenance of the most extensive transpo~tation facilities in the industry while the latter largely consist of the pr?vision of educational seminars and booklets to funeral directors. Since
funeral directors, as do most retailers, place a premium upon rapid ~nd
reliable delivery, Batesville's distribution network does indeed explain 3
large measure of the company's success. The effects of Batesville's pro•
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motional activities are not so clear. These will be addressed shortly.
Simmons, the Beautyrest mattress people, is also becoming a dominant factor in the eternal rest mattress business. In 1971 Simmons
accounted for about 6.5 percent of all casket sales. Although Simmons
acquired a number of small casket _firms bet.ween 1971 ~nd 1979, its
market share did not change appreciably until May of this year when
Simmons consummated a merger with National, the third largest casket
producer. This acquisition increased Simmons' market share to approximately 15 percent.
This trend towards increased concentration is distressing for several
reasons. The structure of the industry is rapidly becoming conducive to
the interdependently determined pricing policies which characterize tight
oligopolies. In addition, the growth of the two largest casket producers
may alter the promotional policies of the industry. Casual empiricism
suggests a positive relationship between a casket firm's size and its propensity to engage in promotional activities.• Were this form of non-price
competition to increase, the inevitable result would be increased casket
prices for the final comumer. A brief discussion of the industry's promotional policies will illustrate this point.
Although Bates\·ille has experimented with advertisements aimed at
the final consumer.' the most common form of casket promotion is the
distribution of sales aids and information to funeral directors. The
universal purpose of this material is to educate and motivate the funeral
director to increase the average retail casket sale price. The following excerpts, taken from a booklet distributed by Batesville, are typical.
Batesville cautions the funeral directors not to display their least expensive models. Someone might buy one!
... Generally speaking, too many caskets are offered [in the
funeral director's selection room] below the 'break-even point' and
below the 'average sale'.
We all recognize that all families must be served regardless of
their financial means. However, it is important for you to consider
the following: starting the salesroom too low simply enhances the
opportunity for people to purchase in a price category far below
their financial abilities to pay.
Ca,ket producers also provide the directors with detailed showroom
plans designed to maximize the casket sale price.
The route the selecting family takes through the \election room in
terms of what they see first and the relative comparafr,e value that
can be made by them in any part of the room, can make a tremendous difference in the overall profit of the funeral home. An effective traffic pattern utilizes a great deal of the psychology of the
buyer to enhance the opportunity for him to select a casket in direct
~ccordance wit_h his financial position. For example, the vast majority of people will turn to the right upon entering a room. This affects
~ow you position the caskets .. . it will affect where you will position your less expensive merchandise.
Finally, directors are counseled not to sell the customer what they need
but to _sell them what they want; then, make sure they want something
expensive.
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These are two ~dditional items common with every selecting party.
They have desires, as well as needs. The need is obvious to them
and to you. Because of the circumstances, they need a casket. This
need can be filled by the most inexpensive casket you offer. Desire
is what we concern ourselves with because desire is what may cause
them to select above the minimum unit. Because they know nothing
about caskets, desire on their part is largely unknown even to themselves, and must be stimulated by us .
While these recommendations are undeniably insidious, the precise
effect they have upon funeral industry practices is not clear. It is possible
that these admonitions in nuence the practices of the funeral director very
little. This is the case, for the typical funeral director may be well aware
of these techniques before the casket manufacturer calls. If the director's
own experience does not guarantee this, the National Foundation of
Funeral Service may. The Federal Trade Commission reports that the
NFF's program of continuing education instructs the funeral director in:
strategies to maximize the average casket sale price, the benefits of
limiting the number of low end caskets displayed, the proper way to
arrange a selection room, the use of lighting and colors to enhance the
appearance of expensive caskets and reduce the appeal of the less expensive units, and ways to play upon the bereaved family's concerns. • This
suggests that the casket producers' expenditures upon funeral director
education result in a duplication of effort which is socially wasteful. On
the other hand, the casket makers' prodding may be necessary to entice
the good, decent, churchgoing funeral directors to engage in these
deplorable practices. If this is the case, the casket producers are de facto
conspirators in consumer misrepresentation. Regardless of whether the
former or latter scenario prevails in the industry, an increase in this type
of activity will result in increased prices and decreased welfare for the
final consumer.
Fortunately, our nation's dues ex machina may intervene to slacken
the concentration trend of the industry. The Federal Trade Commission
is currently investigating the Simmons-National merger. Since the con·
centration level of the industry is moderately high and increasing. it
appears that the Commission should be able to prepare a strong case
against this horizontal merger . Si mmons might possibly contend that the
merger is necessary in order to generate effective competition for
Batesville. Such an argument is not likely to be convincing. Owning to
the fact that Simmons manufactures, promotes, and ships furniture to all
parts of the United States, it is in an ideal position to develop the most
advanced casket production and distribution facilities in the industry
through internal growth.
Experience has illustrated that monopolies are more easily prevented
than dissolved. One hopes that the Commission will take advantage of
this opportunity to do the former by challenging the Simmons-National
merger and taking the necessary steps to maintain competition in the
industry.

FOOTNOTES
•Using the survivor technique, I estimate that in I 972 a minimum optimal scale plant would have produced .22 percent of the industry's output.
'Casket Manufacturers Association of America, et.al., 52 F.T.C. 958
( 1958).
'It is interesting to note that Batesville's rapid growth allowed Hillen brand to diversify into the luggage industry by acquiring American
Tourister. The economic implications of this conglomeration are not
readily apparent, although we may soon be treated to television commercials depicting a casket being dropped from a plane.

'The presence of economies of large scale promotion is a likely explanation of this phenomenon. For a general discussion of this subject
see F. M. Sherer, Industrial Market Structure and Economic Performance (2nd.; Skokie, IL: Rand McNally, 1980), pp. 108-114.
' The interested reader should check the October 1978 issue of Reader's
Digest for the advertisement entitled "A New Dimension in Funeral Service."

'Federal Trade Commission, Bureau of Consumer Protection, Funeral

Industry Practices, June 1978, pp. 49-51.
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